City  and  County  of  San  Francisco 

M 

oi5  OFFICE  OF  THE  CONTROLLER 


SAN  FRANCISCO  POLICE  DEPARTMENT: 

The  Department  Has  Not  Charged  All  Organizations  the 
Required  Administrative  Overhead  for  the 
Special  Security  Services  It  Provides 


Audit  Number  98015 


November  2,  1999 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLEI 


Edward  Harringtoi 
Controllei 


November  2,  1999 

San  Francisco  Police  Commission 
Hall  of  Justice 

850  Bryant  Street,  Room  505 
San  Francisco,  CA  94103 


President  and  Members: 

The  Controller’ s/ Audits  Division  presents  its  audit  report  on  the  Police  Department’s 
accounting  for  funds  collected  for  providing  special  security  services.  The  report  indicates 
that  the  Police  Department  generally  charged  for  its  services  correctly  but  did  not  charge 
all  organizations  the  administrative  overhead  required  by  the  San  Francisco  Administrative 
Code.  In  addition,  the  Police  Department  did  not  deposit  the  administrative  overhead  it 
collected  into  the  general  fund  as  required  by  the  Administrative  Code.  The  current 
administrative  rate  is  too  high  and  should  be  reduced.  Finally,  the  Police  Department 
charged  the  San  Francisco  Giants  based  on  estimated  hours  rather  than  actual  hours  for  the 
special  security  services  that  it  provided. 

The  department’s  response  is  attached  to  this  report.  The  Controller’s  Audits  Division  will 
be  working  with  the  Police  Department  to  follow  up  on  the  status  of  the  recommendations 
made  in  this  report. 


Controller 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  316  • San  Francisco  CA  94102-4694 


FAX  415-554-746 


RESUL  TS  IN  BRIEF 


The  Administrative  Code  of  the  City  and  County  of  San  Francisco  (City)  requires  the 
Police  Department  to  charge  organizations  requesting  special  security  services.  We 
reviewed  the  Police  Department’s  accounting  for  the  funds  it  collected,  and  found 
the  following  conditions: 

• Although  the  Police  Department  generally  charged  for  the  security  services  correctly 
and  collected  more  than  $7.6  million  for  fiscal  years  1996-97  and  1997-98,  it  did  not 
charge  the  required  additional  administrative  overhead  to  all  the  organizations  to  which 
it  provided  the  services.  We  found  that  the  Police  Department  did  not  collect  $944,689 
in  administrative  overhead  from  various  organizations,  including  movie  companies,  the 
San  Francisco  Forty-Niners,  and  the  San  Francisco  Giants.  In  some  cases,  city  officials 
requested  the  Police  Department  not  charge  the  organizations  the  administrative 
overhead. 

• The  Police  Department  did  not  deposit  the  administrative  overhead  it  collected,  totaling 
$629,842,  into  the  City’s  general  fund  as  required  by  the  Administrative  Code.  Instead, 
the  Police  Department  retained  the  funds  in  the  special  fund  used  to  pay  the 
department’s  overtime. 

• The  current  administrative  overhead  rate  of  22.5  percent  is  too  high  and  should  be 
reduced. 

• Finally,  the  Police  Department  charged  one  client,  the  San  Francisco  Giants,  based  on 
estimated  hours  rather  than  the  actual  hours  police  officers  worked  in  providing  the 
special  security  services. 


CONTROLLER’S  AUDITS  DIVISION 


1 


Digitized  by  the  Internet  Archive 
in  2016  with  funding  from 
San  Francisco  Public  Library 


https://archive.org/details/sanfranciscopoli2199sanf 


INTRODUCTION 


The  San  Francisco  Administrative  Code,  Section  10B.2,  requires  the  Police 

Department  to  collect  payment  from  any  person,  corporation,  firm,  or  organization 
requesting  special  security  services  from  the  Police  Department.  The  Police 
Department  charges  the  organizations  a base  rate,  which  is  the  overtime  pay  rate  of  the 
uniformed  officers  providing  the  security  services,  as  well  as  the  cost  of  additional 
equipment  and  materials  needed  to  provide  the  services.  The  Administrative  Code  also 
requires  the  Police  Department  to  charge  an  extra  22.5  percent  for  administrative  overhead. 
The  Police  Department  is  to  deposit  all  service  payments  in  a special  fund  account,  the 
public  facilities  overtime  account,  and  deposit  the  administrative  overhead  into  the  City’s 
general  fund.  The  public  facilities  overtime  account  is  used  to  pay  the  overtime  of  the  Police 
Department. 

The  Police  Department  created  the  Police  Law  Enforcement  Services  Unit  (Police  Services 
Unit)  to  administer  and  provide  the  additional  security  services.  Current  clients  of  this  unit 
include  movie  and  construction  companies,  the  San  Francisco  Forty-Niners,  the  San 
Francisco  Giants,  and  a number  of  other  organizations. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  the  Police  Department  complied  with 
Section  1 OB. 2 of  the  Administrative  Code.  To  conduct  our  audit,  we  reviewed  the  billing 
and  collection  procedures  used  by  the  Police  Services  Unit  and  the  unit’s  internal  controls 
over  its  collections.  To  determine  whether  the  Police  Services  Unit  accurately  billed  clients 
for  the  additional  security  services  it  provided,  we  reviewed  a sample  of  invoices  the  unit 
issued  from  July  1,  1996,  through  June  30,  1998.  We  ascertained  on  a sample  basis  whether 
the  unit  collected  payments  for  the  services  it  provided  and  whether  it  correctly  deposited 
those  payments  into  the  public  facilities  overtime  account  in  the  city  treasury.  Finally,  we 
reviewed  records  in  the  Controller’s  Financial  Accounting  and  Management  Information 
System  (FAMIS)  to  verify  that  the  Police  Services  Unit  properly  deposited  the 
administrative  overhead  it  collected  into  the  City’s  general  fund. 
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AUDIT  RESULTS 


THE  POLICE  SERVICES  UNIT  DID  NOT 
CHARGE  ADMINISTRATIVE  OVERHEAD 
TO  ALL  CLIENTS 


The  Police  Services  Unit  collected  $7,627,757  for  providing  security  services  to 

various  clients  from  July  1,  1996,  through  June  30,  1998.  However,  we  found  that 
the  Police  Services  Unit  did  not  always  charge  the  22.5  percent  administrative 
overhead  to  all  its  clients.  We  found,  for  example,  that  the  Police  Services  Unit  did  not 
charge  any  administrative  overhead  to  some  movie  companies,  the  San  Francisco  Forty- 
Niners,  the  San  Francisco  Giants,  and  a number  of  other  organizations.  As  shown  in  Table 
1,  the  Police  Services  Unit  did  not  recover  $944,689  in  administrative  overhead  for  the  two 
fiscal  years. 


Table  1 

Special  Security  Services  Revenues 
July  1,  1996  through  June  30,  1998 


Total  Services 
Billed 

Services  Billed 
With 
Overhead 

Services  Billed 
Without 
Overhead 

Overhead 
Not  Collected 
(22.5%) 

Fiscal  Year  1996-97 

$4,101,979 

$2,173,734 

$1,928,245 

$433,855 

Fiscal  Year  1997-98 

3,525,778 

1,255,405 

2,270,373 

510,834 

Total 

$7,627,757 

$3,429,139 

$4,198,618 

$944,689 

According  to  an  officer  in  the  Police  Services  Unit,  police  officials  have  informal 
agreements  with  the  San  Francisco  Forty-Niners  and  the  San  Francisco  Giants  that  these 
organizations  would  not  be  charged  the  22.5  percent  administrative  overhead.  In  addition, 
according  to  the  coordinator  in  the  Police  Services  Unit,  city  officials,  such  as  the  Mayor 
and  the  Board  of  Supervisors,  directed  the  unit  not  to  charge  the  22.5  percent 
administrative  overhead  to  other  organizations  to  which  the  unit  provided  special  police 
services.  This  has  been  an  outstanding  issue  for  several  years. 


THE  POLICE  SERVICES  UNIT  DID  NOT  DEPOSIT 
ADMINISTRATIVE  OVERHEAD  INTO  THE  GENERAL  FUND 

The  Police  Services  Unit  followed  the  Administrative  Code  and  properly  deposited  the  base 
rate  revenues  it  collected  into  the  public  facilities  overtime  account  in  the  city  treasury. 
However,  the  Police  Services  Unit  also  deposited  the  administrative  overhead  it  collected 
into  this  account.  The  Administrative  Code,  however,  requires  that  the  portion  assessed  as 
administrative  overhead  should  be  deposited  in  the  City’s  general  fund.  We  reviewed 
FAMIS  records  and  found  that  the  Police  Services  Unit  did  not  deposit  administrative 
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overhead  charges  totaling  $399,257  in  fiscal  year  1996-97  and  $230,585  in  fiscal  year  1997- 
98,  or  a total  of  $629,842  into  the  City’s  general  fund  for  the  two  years  we  reviewed.  By 
depositing  the  administrative  overhead  amount  into  the  public  facilities  overtime  account, 
the  unit  overstated  the  amount  of  funds  available  to  pay  for  the  Police  Department’s  use  of 
overtime,  and  restricted  the  amount  of  funds  that  should  be  available  for  general  purposes 
of  the  City.  As  of  July  1,  1999,  the  Police  Department  did  not  have  any  funds  in  the 
overtime  account  to  transfer  to  the  general  fund. 


THE  ADMINISTRATIVE  OVERHEAD  RATE 
IS  EXCESSIVE  AND  SHOULD  BE  REDUCED 

The  administrative  overhead  rate  of  22.5  percent  is  excessive,  and  the  City  should  consider 
reducing  the  rate.  The  Police  Services  Unit  conducted  a survey  of  13  metropolitan  police 
departments.  The  survey  revealed  that  only  5 of  the  13  departments  charge  an  overhead  fee, 
and  San  Francisco  charges  the  highest  overhead  fee.  The  Police  Services  Unit  estimated  the 
administrative  costs  for  supporting  the  unit  and  calculated  that  an  administrative  overhead 
rate  of  15  percent  would  be  sufficient  to  pay  for  all  its  administrative  costs  at  its  current 
revenue  level.  The  Police  Services  Unit  included  the  salaries  of  support  personnel,  the 
imputed  cost  of  donated  cellular  phone  services,  bad  debt  expense,  automobile  operating 
expenses,  and  rent  in  its  calculation.  We  reviewed  the  analysis  of  the  Police  Services  Unit 
and  agree  that  the  current  administrative  overhead  rate  recovers  more  than  the  actual 
administrative  costs  of  the  unit  if  the  Police  Department  assesses  the  overhead  rate  to  all 
organizations.  However,  we  do  not  agree  that  donated  services  and  bad  debt  expenses 
should  be  included  in  calculating  overhead  rates.  Federal  cost  principles,  for  example, 
specifically  exclude  the  costs  of  donated  services  and  bad  debt  expenses  for  calculating 
overhead  rates.  We  also  excluded  rent  expense  since  the  Police  Services  Unit  does  not 
currently  incur  any  rent  expense.  If  we  exclude  these  expense  items,  we  estimate  that  an 
administrative  overhead  rate  of  10  percent  would  be  sufficient  for  the  Police  Services  Unit 
to  recover  its  administrative  costs  in  providing  special  security  services. 


THE  POLICE  SERVICES  UNIT  NEEDS 

TO  IMPROVE  SOME  OF  ITS  ADMINSTRATIVE  PRACTICES 

The  Police  Services  Unit  has  not  collected  more  than  $83,000  in  past  due  bills.  Some  of  the 
bills  have  been  outstanding  since  July  1997.  According  to  the  Police  Services  Unit 
accountant,  the  unit  has  actively  attempted  to  collect  all  of  these  overdue  accounts  by 
contacting  clients  and  negotiating  payment  options.  However,  the  unit  has  been 
unsuccessful  in  its  efforts  for  a variety  of  reasons.  For  example,  two  clients  with  fees 
totaling  $46,500  have  requested  waivers  of  fees  through  city  officials.  In  addition,  another 
client  who  owes  $12,000  has  refused  to  pay  until  a contract  dispute  with  the  City  has  been 
resolved. 
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In  addition,  we  noted  that  the  Police  Services  Unit  needs  to  improve  some  of  the  controls 
over  its  accounting  process.  The  Police  Services  Unit  not  only  bills  organizations  for  the 
security  services  provided  by  the  unit,  but  also  maintains  the  accounting  records,  and 
collects  and  records  the  payments.  However,  a good  system  of  internal  control  should 
separate  the  incompatible  duties  of  recording  accounting  transactions  and  receiving 
payments.  Although  we  did  not  identify  any  errors  or  irregularities  in  accounting  for  the 
unit’s  revenues,  it  is  important  that  the  Police  Department  properly  segregate  incompatible 
duties.  Since  the  Police  Department  has  a separate  accounting  unit,  the  Police  Services  Unit 
should  initially  record  in  internal  records  the  amounts  owed  for  security  services. 

The  unit  should  also  establish  an  accounts  receivable  system  to  track  whether  organizations 
have  paid  the  amount  billed,  and  to  pursue  collections  when  the  organizations  have  not  paid 
their  bills.  The  Police  Department’s  accounting  unit  should  receive,  record,  and  deposit  the 
payments. 


THE  POLICE  SERVICES  UNIT 

CHARGED  ONE  CLIENT  BASED  ON  ESTIMATES 

We  reviewed  a sample  of  bills  the  Police  Services  Unit  issued  to  various  organizations  for 
the  additional  security  services  it  provided  for  the  two-year  period  we  reviewed,  and  found 
that  the  unit  correctly  billed  for  its  services  except  in  one  invoice  which  overcharged  the 
San  Francisco  Giants.  The  unit  provides  security  services  to  the  San  Francisco  Giants  at 
3ComPark  during  baseball  seasons.  We  found  that  the  Police  Services  Unit  billed  the  San 
Francisco  Giants  $3,781  for  the  services  it  provided  on  April  22,  1997.  However,  when  we 
reviewed  the  detailed  records  as  to  the  actual  number  of  hours  worked  by  the  police 
officers,  the  watch  reports  and  police  officers’  time  cards  showed  that  the  actual  amount 
that  should  have  been  billed  for  that  day  was  $2,427,  or  $1,354  less  than  the  amount  billed. 
According  to  the  Police  Services  Unit  coordinator,  the  Police  Department  estimates  the 
amount  it  will  cost  to  provide  the  San  Francisco  Giants  additional  security  services  each 
baseball  season.  It  charges  the  San  Francisco  Giants  based  on  those  estimates  and  does  not 
calculate  its  actual  costs  for  providing  those  services.  We  asked  the  Police  Services  Unit 
accountant  to  calculate  the  actual  costs  of  providing  the  security  services  for  fiscal  year 
1996-97  and  fiscal  year  1997-98,  and  according  to  her  calculations,  the  Police  Services  Unit 
overcharged  the  San  Francisco  Giants  $95,625.  However,  the  Police  Services  Unit  did  not 
charge  the  22.5  percent  administrative  overhead  to  the  San  Francisco  Giants,  and  the  Police 
Department  should  have  billed  an  additional  $129,225  as  administrative  overhead.  As  a 
result,  the  San  Francisco  Giants  underpaid  the  Police  Department  $33,600.  According  to 
the  coordinator  of  the  Police  Services  Unit,  the  San  Francisco  Giants  agreed  to  pay  the 
estimated  costs  of  providing  the  services  rather  than  actual  hours  worked  by  police  officers. 
However,  the  Police  Services  Unit  should  bill  the  San  Francisco  Giants  for  actual  charges 
incurred  as  it  does  for  other  clients  and  also  assess  the  administrative  overhead  as  required 
in  the  Administrative  Code. 
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RECOMMENDATIONS 


To  ensure  that  the  Police  Department  complies  with  the  requirements  in  the  Administrative 
Code  when  providing  special  security  services,  the  Police  Department  should  take  the 
following  actions: 

• Charge  the  administrative  overhead  rate  to  all  organizations  to  which  it  provides  special 
security  services. 

• Ensure  that  it  deposits  all  administrative  overhead  collections  into  the  City’s  general 
fund  in  the  future. 

• Work  with  the  Board  of  Supervisors  to  reduce  the  administrative  overhead  rate  to  an 
amount  that  is  sufficient  for  the  Police  Law  Enforcement  Services  Unit  to  recover  its 
administrative  costs. 


To  ensure  that  the  Police  Department  improves  its  procedures  in  administering  the  program 
for  providing  special  security  services,  the  Police  Department  should  take  the  following 
actions: 

• Make  every  effort  to  collect  past  due  bills.  If  it  cannot  collect  the  amount  due  after  90 
days,  the  Police  Department  should  refer  the  account  for  collection  by  the  Bureau  of 
Delinquent  Revenue  Collection  in  the  Office  of  the  Treasurer  and  Tax  Collector. 

• Assign  the  responsibility  for  receiving,  recording,  and  depositing  payments  to  the  Police 
Department’s  accounting  unit.  The  Police  Services  Unit  should  continue  to  have  the 
responsibility  of  billing  organizations  for  the  services  provided  by  the  unit.  In  doing  so, 
the  Police  Services  Unit  should  track  whether  organizations  have  paid  their  bills  and 
pursue  collections. 

To  ensure  that  the  Police  Department  only  recovers  the  costs  to  which  it  is  entitled,  the 
Police  Department  should  take  the  following  action: 

• Bill  the  San  Francisco  Giants  for  the  actual  costs  to  provide  additional  security  services 
to  the  San  Francisco  Giants  in  the  future.  The  Police  Department  should  also  assess  the 
San  Francisco  Giants  the  required  administrative  overhead. 
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We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Maureen  Gannon,  Audit  Manager 
Mohamed  Hosny 
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RESPONSE  TO  THE  AUDIT 


POLICE  DEPARTMENT 
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San  Francisco  Police  Department 


Memorandum 


To: 

Deputy  Chief  William  Welch 
Administration  Bureau 

APPROVED  yes 

.NO 

From: 

Lt.  Jack  Ballenline 

□ 

PLES  Unit 

n 

□ 

Date: 

Friday,  October  29,  1999 

n 

□ 

Subj: 

Response  to  Controller’s  Audit  Report  Dated  October  S,  1999 

The  memorandum  is  in  response  lo  Lhc  Controller's  Audits  Division's  draft  report  of  October  8.  1999. 
ReSpnn.sc  in  Brief 

During  the  1996-97  and  7997-98  fiscal  years  the  Police  Department  did  not  collect  administrative  fees 
for  all  of  the  organizations  to  which  it  provided  the  services. 

During  this  time  period  the  PLES  office  in  the  Fiscal  Division  followed  the  past  administrative 
practices  and  did  not  wave  any  new  administrative  fees.  All  of  the  new  contracts  are  charged  the 
current  administrative  fees;  wc  have  not  added  administrative  fees  to  those  groups  that  had  been 
waived  by  previous  administrations,  (i.e.  film,  sporting  events  and  ongoing  contracts)  In  addition  we 
drafted  a request  in  1997,  and  have  been  working  with  die  City  Attorney's  office,  the  Controller's 
office  and  the  Board  of  Supervisors  to  amend  the  current  Administrative  Code  l Ob  to  clarify  the 
fragmented  practices  that  have  evolved  during  past  several  administrations. 

The  Police  Department  did  not  deposit  the  administrative  overhead  collected,  totaling  5 629,842,  into  the 
City ’s  General  Fund  as  required  by  the  A dministrative  Code.  Instead,  the  Police  Department  retained 
the  funds  in  the  special fund  used  lo  pay  the  department's  overtime. 

The  PLES  unit  came  into  being  in  1997,  in  order  to  consolidate  the  various  units  coordinating  police 
services  from  approximately  23  different  areas  in  the  SFPD.  The  PLES  program  continued  to  increase 
rapidly  over  the  last  several  years.  It  needed  a centralized  office  to  begin  to  sort  out  the  various 
different  practices  employed  by  all  of  the  coordinators  in  the  SFPD.  In  1997  the  Police  Department 
and  the  Controller  found  a deficit  in  the  10B  account  over  the  past  several  years  amounting  to  about 
S400.000  which  was  apparently  used  lo  pay  overtime.  New  accounting  codes  were  put  into  practice  by 
the  PLES  unit  with  die  help  of  toe  Controller's  office.  Over  the  last  two  years  the  deficit  appears  to 
have  been  reduced  and  the  fund  is  anticipated  to  be  in  the  black  by  January  2000.  Tnis  is  in  the  face 
of  heavy  administrative  demands  and  two  years  of  attempting  to  change  the  Administrative  Code. 


The  current  administrative  overhead  rate  of  22.5  % b too  high  and  should  be  reduced. 

Tne  PLES  unit  also  initiated  a survey  of  13  odier  cities  to  validate  ihc  needed  changes  and  provided  the 
results  to  die  Controller's  Office.  Wc  note  the  Controller's  Office  also  recommends  the  reduction  of 
lhc  administrative  fee.  We  believe  the  new  fees  should  cover  all  10B  contracts  and  should  be  set  at 
15%. 


SFPD-68  (03/89) 
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Deputy  Chief  William  Welch 
Administration  Bureau 

Friday,  October  29,  1999 
Page  2 


Finally , the  Police  Department  charges  one  client,  the  San  Francisco  Giants,  based  an  estimated 
hours  rather  that  the  actual  hours  police  officer  worked  in  providing  the  special  security  services. 

This  practice  reflected  the  needs  of  the  Police  Department  to  provide  trained  officers  familiar  with  the 
stadium  and  the  Giants  organization  for  8 1 games  during  the  season.  We  feel  that  a sufficient  number 
of  officers  are  now  eligible  to  serve  the  new  stadium.  The  ncx-  hilling  for  the  Giant  will  he  for  actual 
hours,  ulthuush  we  see  no  changes  in  the  real  dollar  amounts  to  be  billed. 


Administrative  Practices  improvements: 

We  agree  with  the  Audit  recommendation  regarding  that  the  invoicing  and  receiving  of  checks  should 
be  separated  and  we  will  implement  that  process  on  or  about  Jan  1 , 2000.  The  draft  audit  does  address 
tire  issue  of  overdue  bills,  and  we  will  be  adding  an  amendment  to  our  invoices  that  require  a 1-1/2% 
per/month  late  fee  on  overdue  bills.  In  addition,  as  the  audit  suggests,  we  will  contact  the  Tex 
Collector’s  office  in  order  to  prioritize  the  collection  of  any  future  overdue  invoices. 


CONTROLLER’S  AUDITS  DIVISION 


10 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Treasurer 
Public  Library 
KPMG  LLP 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 
AUDITS  DIVISION 


Edward  Harrington 
Controller 


November  8,  1999 


Terry  Gwiazdowski,  Program  Director 
Government  Information  Center 
San  Francisco  Public  Library 
100  Larkin  Street 
San  Francisco,  CA  94102 


Dear  Mr.  Gwiazdowski: 

The  Controller’s  Audits  Division  presents  its  report  on  the  Police  Department’s  accounting 
for  funds  collected  for  providing  special  security  services.  The  report  indicates  that  the 
Police  Department  generally  charged  for  the  security  services  correctly.  However,  it  did  not 
charge  the  additional  administrative  overhead  to  all  organizations  to  which  it  provided  the 
services.  In  addition,  the  Police  Department  did  not  deposit  the  administrative  overhead  it 
collected  into  the  City’s  general  fund  as  required  by  the  Administrative  Code.  Instead,  the 
Police  Department  retained  the  funds  in  the  special  fund  and  used  it  to  pay  for  the 
department’s  overtime.  We  also  determined  that  the  current  administrative  overhead  of 
22.5  percent  is  too  high  and  should  be  reduced. 


Sincerely, 


documents  dept. 

NOV  ! 0 1999 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


NORIAKI  HIRASUNA 
Director 


Enclosure 


15-554-7647 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  388  • San  Francisco  CA  94102-1694 


FAX  415-554-7664 


